© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o O M W N P O © ® N O 0 M W N PP O © ® N O O M W N B O

Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97
81st General Assembly A Bl”
Regular Session, 1997 SENATE BILL 545

By: Senators Mahony and Malone

By: Representatives Thicksten, Bisbee, Broadway, Choate, and McGinnis

For An Act To Be Entitled
“AN ACT TO AMEND OR REPEAL VARI QUS CODI FI ED AND UNCODI FI ED
SECTI ONS OF THE EQUI TABLE SCHOOL FI NANCE SYSTEM ACT OF
1995; TO DECLARE AN EMERGENCY; AND FOR OTHER PURPCSES. "

Subtitle
“TO AMEND OR REPEAL VARI OUS CODI FI ED AND
UNCODI FI ED SECTI ONS OF THE EQUI TABLE
SCHOOL FI NANCE SYSTEM ACT OF 1995."

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code Annotated 8 6-20-302 is anended to read as
fol | ows:

"6-20-302. Legislative findings.

(a) The General Assenbly recognizes that intelligence and virtue are
the safeguards of liberty and the bulwark of a free and good government and
that Article 14, ¢ 1 of the Arkansas Constitution requires the state to ever
mai ntain a general, suitable, and efficient systemof free public schools and

to adopt all suitable nmeans to secure to the people the advantages and

opportunities of education.
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 HA/1/97 SB 545

—H(b) The General Assenbly finds that the education of the children of
this state is best secured by maintaining as nmuch | ocal control over the
day-to-day managenent of school operations as is consistent with state
constitutional requirenents, and it is the intent of this subchapter to

mai ntain and foster such local control consistent with the state's
constitutional mandate to assure suitability and efficiency in the public
school system

— g (c) The General Assermbly finds that a suitable and efficient system
of public education shoul d:

(1) Assure the availability of substantially equal and
constitutionally appropriate revenue for the education of each simlarly
situated child in the public schools, regardless of where that child resides
within the state;

(2) Assure that each school -age child resides in a schoo
district that offers a conpetitive m ninmum salary for classroomteachers;

(3) Assure that there is incentive and opportunity for patrons of
each school district to provide a greater degree of financial support for
students of such district than may be provided in other districts;

(4) Assure that:

(A) Al students graduating from high school are able to
dermonstrate a defined mninum |l evel of conpetence in:

(i) English conmunications, oral, reading, and
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
writing;
(ii) Mathematics skills; and
(iii) Science and social studies disciplines; and
(B) Such mnimm]level of conpetence evolves over tine to
hi gher | evels;

(5) Assure that students with disabilities have the opportunity
to graduate from hi gh school by denonstrating alternative conpetencies or
alternative | evel s of conpetency;

(6) Assure that students who are not on track for high schoo
graduation are identified at a sufficiently early date that they may be
provi ded an opportunity at reasonable cost to achieve the mninmm]levels of
conpet ence necessary to graduate from hi gh school

(7) Recognize that graduating from high school requires that the
student, as well as the parent, parents, or guardian of the student, work hard
and assume appropriate responsibility for the student's success or failure;

(8) Encourage parental involvenment in the public schools and
public school activities;

(9) Recognize that public schools nmust provide a safe,

di sci plined, and drug-free environnment for students and teachers;

(10) Avoid disproportionate variances anong school districts in
the financial support burden inposed on taxpayers;

(11) Avoid unnecessary duplication of admnistrative and
oper ational expenses;

(12) Avoid disproportionate variances anong school districts in
the use of classroomteachers and capital resources; and

(13) Recognize that early attention to and correction of student

deficiencies are substantially |ess expensive and nmore effective than renedi al

efforts in the |later school grades.

0226971545.vjf702



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
-5-(d) (1) The General Assenbly acknow edges that the Arkansas

Constitution requires the State to provide a general, suitable, and efficient
system of free public schools.

(2) Such obligation has been held by the Arkansas courts to be a
paramount duty of the State despite alocal school board s ability to propose
iHts own property tax rate.

—(e) The General Assenbly recognizes that the supervision of public
school s and the execution of the |aws regulating the schools shall be vested
in such officers as the General Assenbly provides.

— k) (f) The State has a limited pool of resources to provide a general,
suitable, and efficient system of free public schools.

—— > (g) The State recognizes the inmportance of |ocal decision-making in

the education process.

SECTION 2. Arkansas Code Annotated 8 6-20-303 is anended to read as
fol | ows:

"6-20-303. Definitions.

As used in this subchapter, unless the context otherw se requires:

(1) Alternative education program means an intervention program in
conpliance with 8 6-18-508 and 6-18-509, that seeks to elininate traditional
barriers to learning for students and includes a conponent for the education
of gifted and tal ented studentss

(2) Additional base funding neans the state funding to | ocal school

districts to ensure that a local school districtHs total state and | ocal

revenue per average daily nenbership is no |l ess than the nini num state and

|l ocal revenue per average daily nmenbership;

(3) 'Additional nmills for nmmintenance and operation' nmeans mll age

l evied by the electors of a |ocal school district for nmaintenance and
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 HA/1/97 SB 545

operation in excess of those allocated to the uniformrate of tax;

(4) Average daily nenbership nmeans the total number of days attended
plus the total nunber of days absent by students in grades kindergarten
through twelve (K-12) during the first three (3) quarters of each school year
di vi ded by the nunmber of school days actually taught in the district during
that period of time rounded up to the nearest hundredth;

(5) Base local revenue per student neans: (A) If Category 1 is fully
funded, the local revenue per student in the |local school district with the
hi ghest anmpunt of |ocal revenue per student; or (B) if Category 1 is not fully
funded, the revenue per student to which the state equalizes, cal cul ated by
taki ng the sum of:

(i) The total available state aid for state equalization funding
per student;

(ii) N nety-eight percent (98% of the basemllage uniformrate
of tax times the total state assessed valuation; and

(iii) Seventy-five percent (75% of the average m scellaneous

funds collected in the previous five (5) years or previous year whichever is

| ess;

by dividing the sumby the total state average daily nenbership for the
previ ous year;

(6) Basemillage Uniformrate of tax neans Twenty-five (25} wltls a

uniformrate of ad val orem property tax of twenty-five (25) mlls to be |evied

on the assessed value of all taxable real, personal, and utility property in

the state to be used solely for mai ntenance and operation of the schools. In

calculating the uniformrate of tax inposed by Article 14, % 3 of the Arkansas

Constitution, as anended by Amendnment Nos. 11, 40, and 74, the follow ng

categories of mllage nay be utilized to neet the mni mum base nill age

requi renment:

(A) The local school district's maintenance and operation

ml |l age;

(B) The dedi cated nmai ntenance and operation mll age;

(C) Excess debt service nillage; and

(D) The millage derived fromthe ratio of the debt service

fundi ng suppl enents divided by the total assessnent;

(7) Cassroomteacher nmeans: (A) An individual required to hold a

teaching license fromthe Departnment of Education, and who is engaged directly
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
ininstruction with students in a classroomsetting for nore than seventy
percent (70% of the individual's contracted tine;

(B) A guidance counsel or; or

(© Alibrarian;

(8) Debt service funding suppl ement means the state financial aid

provided to qualifying | ocal school districts for the purpose of reducing
exi sting debt service burdens and increasing the amunt of |ocal revenue
avail abl e for mai ntenance and operations expenditures, and cal cul ated as
follows: for each mll of eligible debt service nmillage required, tomeet the

anrpval—debt—servi-ce—expendi-ture—ebH-gatien— the local school may shall be
provided up—to fifteen dollars ($15.00) per average daily nmenbership tinmes the

student and state equalization funding per student— the state weal th index;

(9) Debt service nmillage nmeans the total nunber of nmills voted by the

el ectors of a school district to be pledged as security for the retirenent of

bonded i ndebt edness;

(10) Debt service mllage required neans the calculated nillage rate

equal to the ampunt of millage pledged to mandatory call abl e bonds plus the

result of the schedul ed cal endar year bonded debt paynent divided by the total

assessed value of real, personal, and utility property in the local schoo

district;

(11) Eli gi bl e debt service nillage required neans, in the conmputation

of the debt service funding supplement, the debt service nillage required for

bonds i ssued on or before May 30, 1997, or bonds issued to refund bonds issued

on or before May 30, 1997, provided that such mllage was approved in a schoo

el ection held on or before February 22, 1995;
— (8)(12) Excess debt service millage neans the difference between the

debt service nmillage levied and the debt service nillage required. This

anount shall be presunmed to be avail abl e for nmintenance and operation, but

may be used for other school purposes, provided that the district is in

conpliance with the uniformrate of tax; Egqualized local revenue per student

——(9)(13) Ceneral facility funding neans the state financial aid
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
provi ded to each | ocal school district, votingthe base millage~ fromfunds
made avail able for that purpose based on a facilities needs assessnent
justification approved by the Departnent of Education, and cal cul ated as

fol | ows: he | 063 chool—di ot may b ‘
(335 00)—mHtiplied by Miltiply the local school district's average daily
menbership for the previous year —mutiplied-by tines the differencebetween
one (1) mnus the ratio of the local revenue per student and state
equalizationfunding perstudent state wealth index, times a rate established
by the State Board of Educati on;

—(10)(14) Gowth facility funding neans the state financial aid

provi ded to each I ocal school district fromfunds made avail able for that
purpose, based upon a facilities needs assessment justification approved by
the Departnent of Education, and calculated as follows: Each |ocal schoo
district whose student growth fromthe previous year to the first quarter of
the current year exceeds the state average average daily menmbership growth nay
receive an amount up to such average daily menmbership growth in the |oca
school district tinmes the ratio of the total funds available for allocation,

divided by the state' s gross increase in-averagedailyrnenbership tota

i ncrease in students in those |ocal school districts eligible for growth

facility funding;
—11)(15)
by a local school district to obtalnincentive revenue Incentive funding

nmeans the state financial aid provided to | ocal school districts bel ow the

ninety-fifth percentile for the purpose of elinmnating the incentive a |oca

school district may have to reduce its additional mlls available for

mai nt enance and operations and cal cul ated by taking one-half of the difference

bet ween the anpunt of additional base funding a | ocal school district would

receive if it only levied the uniformrate of tax and the additional base

funding the district receives in the current school year. For purposes of the

cal cul ation of the anpunt of additional base funding a district would receive

if it only levied the uniformrate of tax, twenty-five percent (25% of the

m scel | aneous funds received by any |l ocal school district shall be excluded

fromthe cal cul ati on;

—32-(16)

per—student Incentive funding Il neans the state financial aid provided to
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 HA/1/97 SB 545

| ocal school districts below the ninety-fifth percentile voting additiona

mlls available for maintenance and operations, not previously authorized,

after the effective date of this act for the purpose of encouraging a | oca

school district to levy such mlls and calculated by allowing a | ocal schoo

district to retain fifty percent (509 of the additional base funding it would

otherwise lose as a result of voting additional mlls available for

mai nt enance and operati ons;

(17) Isolated funding means the state financial aid provided to

gualifying | ocal school districts with an average daily nenbership of |ess

than three hundred fifty (350) from funds made avail able for that purpose, and

cal cul ated as foll ows:
(A) (350-Previous year s ADM Previous year s ADM ti nes
850

t he Base Local Revenue Per Student;

(B) Local school districts with an ADM density of |less than 1.2 shal

receive additional funds equal to fifty percent (50% of aid received under

subdi vi si on (A)

(C) For the purpose of calculating isolated funding, any local schoo

district that has a | ocal revenue per student greater than one hundred forty

percent (1409 of the effective average | ocal revenue per student or that has

an ADM density greater than 5.0 shall be excluded; provided, however, that if

a local school district has a | ocal revenue per student |ess than sixty

percent (60% of the effective average it shall receive isolated funding;

(D) No school district shall receive less isolated funding in future

years than the district received during the 1996-1997 school year because of

subdi vision (C of this subsection;

—(34)(18) Local revenue per student neans in each year, ninety-eight
percent (98% of the ampunt of revenue avail abl e, whether or not collected, in
a local school district, solely fromthe |evy of the basemllage uniformrate

of tax, plus seventy-five percent (75% of the average mi scellaneous funds

collected in the previous five (5) years or previous year whichever is |ess

di vided by the average daily menmbership of such local school district for the
previ ous year;
——{35)(19) Local school district means a class—of school distriets—

geographic area with an el ected board of directors which qualifies as a taxing

unit for purposes of ad val orem property taxes under Title 26 of the Arkansas
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
Code Annot ated and whi ch eenduet+ conducts the daily affairs of public schools

pursuant to the supervisory authority vested in them by the General Assenbly;

€46)(20) Local school district at the ninety-fifth percentile neans
when ranking districts in descending order by the total state and | oca
revenue per average daily nmenbership, the district which falls at the ninety-
fifth percentile of the total numnmber of pupils in attendance in the schools of
this state, as described by 34 CF. R & 222.63 (1994);

(21) Mandatory callable bonds neans a bond issue in which all net

proceeds from debt service nillage used to secure the issuance of that bond

must be applied to payment of the issue and cannot be used for any other

pur pose;
—3A(22) Mninumstate and | ocal revenue per average daily nmenbership
means an amount no | ess than eighty percent (80% of the total state and | oca
revenue per average daily menbership of the Iocal school district at the
ninety-fifth (95th) percentile;

—(18)(23) Mscellaneous funds neans those funds received by a |oca
school district fromfederal forest reserves, federal grazing rights, federa
m neral rights, federal inmpact aid, federal flood control, wildlife refuge
funds, severance taxes, and funds received by the district in lieu of taxes,
and | ocal sales and use tax dedicated to education pursuant to & 26-74-201 et

seq., © 26-74-301 et seq., & 26-75-301 et seq., and ¢ 14-164-301 et seq.

(24) Previ ous year neans the school year imediately preceding the

school year in which funds are all ocat ed;

—(19)(25) State equalization funding per student neans the anount of

state financial aid per average daily nenmbership for the previous year

provi ded to each | ocal school district, calculated by subtracting the |oca
revenue per student fromthe base | ocal revenue per student;

(26) State wealth index neans the result of one (1) minus the ratio of

| ocal revenue per student divided by state equalization funding per student;

—(20)(27) Student Classroomteacher funding neans the state financia
aid provided to each local school district, calculated as an anobunt equal to
one hundred twelve percent (112%, tinmes one thousand six hundred and thirty-
three dollars ($1,633) per average daily nenbershi p;

——(21)(28) Student growth funding neans the anount of state financia
aid provided to each local school district not |ater than December 30th of

each year fromthe funds rmade avail able for that purpose, calcul ated as the
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
sum-of—

(A» Fhe the base local revenue per student nultiplied by ferty
ei ghty hundredths (.49) (.80) times the increase, if any, in such local schoo
district's average daily nmenbership for the first two quarters guarter of the
current year over the local school district's average daily nenbership for the

previ ous year;—and

—(22)(29) Student needs funding neans the anount of state financial aid

provi ded to each I ocal school district fromavail abl e special education
fundi ng, vocational education funding, at-risk funding, isolated funding, and

transportation aid and any other categories of student needs funding which nay

be subsequently identified pursuant to rules and regul ati ons pronul gat ed by

the State Board of Educati on;

——23)(30) Student unit funding neans the state financial aid provided to

each I ocal school district calculated as follows: by dividing the total funds

avail abl e for textbook aid, alternative education, including gifted and

tal ented education programs, restructuring, and staff devel opment by the total

state average daily nenbership for the previous year and multiplying by such

| ocal school district's average daily nenbership for the previous year; and
24)(31) Total state and local revenue per average daily nmenbership

means in each local school district, the anount cal cul ated by taking the sum

of :

(A) The local school district's meintenance and operations
mllage uniformrate of tax times ninety-eight percent (98% of the

di strictHs assessed val uation; and

(B) The local school district's debtservice mlls not required
topay off debt additional nmills for mai ntenance and operation tines ninety-
ei ght percent (98% of the district's assessed val uation; and

(C The local school district's current expenditure mlls tines
ninety-eight percent (98% of the district's assessed valuation niscell aneous

funds; and

(D) State equalization funding, student classroomteacher

fundi ng, student unit funding, vocational funding, general facilities funding,

0226971545.vjf702
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 H4/1/97 SB 545
and student growth funding available to such |ocal school district; and
by dividing by the average daily nenbership of the local school district.

(32) Weighted average nmillage rate neans a nillage rate cal cul ated by

taki ng the sum of:

(A) The nmillage levied on real property times the real property

assessnment base; plus

(B) The millage | evied on personal property times the persona

property assessnent base; plus

(C The mllage levied on utility property tines the utility

property assessnent base; and

by dividing by the total assessed value on taxable real, personal, and utility

property."

SECTION 3. Arkansas Code Annotated 8 6-20-306 is anended to read as
fol | ows:

"6-20-306. School Funding.

(a)(1l) Beginning with the 1996-97 school year, the Departnent of
Educati on shall provide from avail able funds, the follow ng school funding

categories, in the priority listed, to local school districts:

(A) Category 1. State equalization funding per student;

(B) Category 2. Student classroomteacher funding;

(C Category 3. Student unit funding; and

(D) Category 4. Student needs funding.

(2) However—noe No subsequent category of funding shall receive
any funding until each prior category is fully funded.
(b) If any category of funding, excluding category 1, is only partially

funded, each local school district shall receive a pro rata share. However, if

the General Assenbly deternines that any el ement of categories 3 or 4 needs to

be funded before full funding of any preceding category is achieved, then that

subset of either category 3 or category 4 shall be funded exclusive of the

previ ously-listed categories."

SECTION 4. Arkansas Code Annotated 8 6-20-307 is anended to read as
fol | ows:

"6-20-307. Facilities.

(a) Beginning with the 1996-97 school year, general facilities funding,

0226971545.vjf702

12



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 HA4/1/97 SB 545
gromh facilities funding, isolated funding, and student growth shall be
provided to local school districts fromavailable funds in aline item
appropriation within the Public School Fund.

(b)(1)(A) Beginning with the 1996-97 school year, the state shal
provi de from avail able funds a debt service funding supplenment to qualifying
| ocal school districts for the purpose of reducing debt service burdens voted
by the Septenber 1994 school election, or a special school election ordered by

a federal court and held before February 22, 1995, and issued before May 30,

1997, and increasing the ambunt of |ocal revenue avail able for naintenance and
operations expenditures.
(B) As future noney is made avail able for debt service

fundi ng, either through increases in state funding or as existing debt

obl i gati ons decrease, priority will be given to local school districts which

meet need assessment gui delines of the Departnment of Education and which did
not receive the debt service funding supplement during the 1996-97 schoo
year.

(2) The legislative intent is to continue providing a debt
service funding supplenent to qualifying |ocal school districts through

available funds in a line itemappropriation within the Public School Fund and

SECTI ON 5. Arkansas Code Annotated & 6-20-308 is anended to read as

foll ows:

"6-20-308. Departnent of Education to provide funding --Adjustnments for

over paynents.

(a) After determning the amount of state equalization funding, student
cl assroom teachi ng fundi ng, student unit funding, vocational funding, genera
facilities funding, and student growth funding available to each |ocal schoo
district, the Departnment of Education shall provide any additional state base
fundi ng necessary to ensure that the total state and | ocal revenue per average
dai ly membershi p of each local school district is no less than the m nimm

state and | ocal revenue per average daily menbership. For the purposes of

addi ti onal base funding, any questions as to what revenue shall be incl uded

will be determined by reference to 34 CF. R & 222.63 (1994).
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As Engrossed: S3/4/97 S3/6/97 S3/24/97 S3/26/97 HA/1/97 SB 545

(b) If the Department of Education shall determ ne that an overpaynent

has been nade to a | ocal school district in any appropriation authorized by

this chapter, the Departnment of Education is authorized to withhold the

over paynent from state equalization funding and is authorized to transfer the

anobunt withheld for the overpaynment to the line item appropriation from which

the overpaynment was initially nmade. "

SECTION 6. Incentive revenues to encourage local mll ages.

(a) The General Assenbly has determ ned that the provision of

addi ti onal base funding enacted in Act 917 of 1995 to neet the chancery court

test for school finance equity may encourage a |l ocal school district to

refrain fromlevying additional nmills available for mai ntenance and operations

because of the | oss of additional base funding.

(b) The General Assenbly has al so deternined that the provision of

addi ti onal base funding nay encourage a |ocal school district to reduce

additional nmlls available for maintenance and operations to receive

addi ti onal base funding or to receive nore additional base funding than the

district currently receives.

(c) Therefore, it is the intent of the General Assenbly to address

these two (2) potential disincentives for raising or maintaining additiona

mlls available for maintenance and operations.

(d) In order to address these potential disincentives, the Cenera

Assenbly shall provide two (2) types of incentive funding, incentive funding

and incentive funding Il, to local districts from avail abl e funds.

(e) After the calculation and provision of additional base funding, the

Depart nent of Education shall provide incentive funding I to |local schoo

districts below the district at the ninety-fifth percentile to reward | oca

school districts for levying additional nmills available for maintenance and

operations and to renove the potential disincentive for a |ocal schoo

district to reduce its additional mlls available for mai ntenance and

operations to receive additional base funding or to receive an increase in

addi ti onal base funding.

(f) After the provision of incentive funding I, the Departnent of

Educati on shall provide incentive funding Il to |ocal school districts to

encourage districts to levy additional nmills available for nmaintenance and

operations without |osing a proportionate anpunt of additional base funding
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and to renove potential |ocal disincentives created by the provision of

addi ti onal base funding.

SECTION 7. Arkansas Code Annotated 8 6-20-309 is anended to read as
fol | ows:

"6-20-309. Local school districts -- Restrictions on use of specific
f undi ng.

(a) Local school districts may expend category 1 funds for student
cl assroom teacher funding, student unit funding, and student needs funding.

(b) A local school district may only use general facilities funding for
purchase of school buses, furniture, equipnent, conmputer software, or
renovation or repairs of existing facilities.

(c) A local school district may only use growh facilities funding for
capital outlay, which neans for the acquisition of Iand or a school site and

construction of new school facilities, or the costs associated with mjor

adaptations to a facility due to growh.

(d) Local school districts my not use student classroomteacher

fundi ng to conpensate anyone other than classroomteachers."

SECTI ON 8. Arkansas Code Annotated 6-20-310 is amended to read as
fol | ows:

"6-20-310. Local school districts -- Required expenditures.

Local school districts nust expend the follow ng anounts of noney from
funds distributed in 8 6-20-306 and from | ocal revenues:

(1) Local school districts shall expend at |east one thousand five
hundred forty-eight dollars and fifty-nine cents ($1,548.59) per average daily
menbership for classroomteacher salaries;

(2) Local school districts shall expend state and |ocal revenues on

students eval uated as special education students in accordance with existing
federal and state | aws and departnent regul ati ons, as—suchlaws—and
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—4(3) Local school districts shall expend fromstate and | oca
revenues not |less than the followi ng anbunts on alternative education prograns
in accordance with rules and regul ati ons promul gated by the State Board of
Educati on: The previ ous year Hs average daily menbership participating in
alternative education, up to two percent (2% of the previ ous yearHs average
daily menmbership, multiplied by fifteen hundredths (.15) tines the base |oca
revenue per student; and

——5)(4) Local school districts shall expend fromstate and |oca
revenues not |less than the followi ng anbunts on gifted and tal ented prograns,
in accordance with rules and regul ati ons promul gated by the State Board of
Education: the previous year's average daily nenbership participating in
gifted and tal ented prograns, up to five percent (5% of the previous year's
average daily nmenbership, nultiplied by fifteen hundredths (.15) tinmes the

base | ocal revenue per student."

SECTION 9. Arkansas Code Annotated 8 6-20-311 is anended to read as
fol | ows:

"6-20-311. Local school districts.

(a) Beginning with the 1995-96 school year, each | ocal school district
shall prepare an annual certified audit of the financial condition and
transactions of the | ocal school district as of June 30 of each year in
accordance with generally accepted accounting practices and contai ning any
other data as determined by the State Board of Education

(b) Nothing in this legislation shall be construed to authori ze,
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permt, or require consolidation of any school district.

(c) |If the enactnent of this subchapter creates an unanti ci pated
adverse inpact or an unexpected fiscal crisis for any local school district,
the local school district may appeal to the State Board of Education and the
State Board of Education may award the Local School district financial relief

from avail abl e funds provided for this purpose.™

SECTI ON 10. Arkansas Code Annotated 8 6-20-401 is anended to read as
fol | ows:

"6-20-401. Definitions.

As used in this subchapter, unless the context otherw se requires:

(1) Current indebtedness neans a debt obligation incurred by a schoo
district for the purpose of paying maintenance or general operation expenses
for the fiscal year in which the debt is incurred or for a purpose for which a
postdated warrant, installnment contract, or |ease purchase agreement may be
i ssued;

(2) Nonrevenue receipts of a school district means those receipts which
either incur an obligation which must be net at some future date or which
change the form of an asset from property to cash. Specifically, they consi st
of the proceeds of a bond sale, paynment of |osses on an insurance policy, the
receipts fromthe sale of property, etc.

(3) Revenue receipts of a school district neans those receipts that do
not result in increasing school indebtedness or in depleting school property.

Specifically, revenue receipts of a school district for any fiscal year shal
consi st of the follow ng funds:
(A) Net cash bal ance on hand at the begi nning of the school fisca
year, July 1;
(B) The remmi ning net proceeds of |ocal taxes collected in the
cal endar year in which the school fiscal year started plus forty percent (40%
of the proceeds of the local taxes which are not pledged to secure bonded

i ndebt edness or forty percent (409 of the revenue fromthe uniformrate of

tax, whichever is greater, collected in the succeedi ng cal endar year. This

forty percent (40% shall be determned by applying the follow ng formula: The
greater of Assessed assessed valuation nmultiplied by the tax rate which is
not pledged to secure bonded indebtedness nultiplied by forty percent (40% or

the assessed valuation multiplied by the uniformrate of tax nmultiplied by
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forty percent (40%; and

(C The net proceeds of all other funds accrued or placed to the
credit of the district during the fiscal year fromregul ar revenue sources,

i ncluding, but not Iimted to, state and federal funding."

SECTION 11. Title 6, Chapter 20, Subchapter 3 of the Arkansas Code
Annot ated is anended by adding two new sections to read as foll ows:

"6-20-323. Targeted Categories.

(a) Beginning with the 1997-98 school year, the Departnent of Education

shal |l provide special assistance for targeted categories to |ocal schoo

districts fromavailable revenues within a line item appropriation in the

Publ i ¢ school fund.

(b) The State Board of Education shall promulgate rules and regul ati ons

for the disbursenent of available funds for special assistance for the

foll owing targeted categories:

(1) Students with Linmted English Proficiency;

(2) Catastrophic |loss funding;

(3) Catastrophic special education students; and

(4) At-risk students.”

SECTION 12. Uncodified subsection (k) of Section 3 of Act 917 of 1995

i s repeal ed:
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SECTION 14. Uncodified Section 11 of Act 917 of 1995 is repeal ed.

SECTION 15. Uncodified Section 12 of Act 917 of 1995 is repeal ed.

SECTION 16. Al provisions of this act of a general and permanent

nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conmi ssion shall incorporate the sane in the Code.
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SECTION 17. If any provision of this act or the application thereof to

any person or circunstance is held invalid, such invalidity shall not affect

ot her provisions or applications of the act which can be given effect w thout

the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 18. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 19. EMERGENCY. It is found and deternined by the Genera

Assenbly of the State of Arkansas that the i medi ate effectiveness of this act

is essential to the operation of the Department of Education and | ocal schoo

districts in the calculation of funding for public educati on and that any

delay could work irreparable harmto the Departnent and the |local districts.

Therefore an energency is declared to exist and this act being inmediately

necessary for the preservation of the public peace, health and safety shal

beconme effective on the date of its approval by the Governor. |If the bill is

nei ther approved nor vetoed by the Governor, it shall becone effective on the

expiration of the period of tinme during which the Governor may veto the bill.

If the bill is vetoed by the governor and the veto is overridden, it shal

become effective on the date the | ast house overrides the veto.

/ s/ Mahony et a
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